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SUBJECT: Agricultural Prunings Delivered to Biomass Conversion Facility Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

X FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED MARCH 4, 1999, STILL APPLIES.
OTHER - See comments below.

SUMVARY OF BILL

Under the Personal Incone Tax Law (PITL) and the Bank and Corporation Tax Law
(B&CTL), this bill would allow a credit equal to $30 for each ton of agricultura
prunings grown in California and delivered without charge to a biomass facility
in aformsuitable for biomass conversion. The credit would be certified by the
Departnent of Food and Agriculture (DFA) and allowed only to the grower of the
agricul tural prunings.

SUMVARY OF AMENDMENT

The May 10, 1999, anendnents provide that a credit may not be taken for any costs
for which the taxpayer has taken a deduction in the taxable or inconme year.

Thi s anmendment created an inpl ementati on concern. Wth this addition, the
department’s prior analysis of the bill as introduced March 4, 1999, still
applies. The departnent’s inplenentation and technical concerns are provided
bel ow for conveni ence.

| npl ement ati on Consi derati ons

The | anguage specifying that a credit may not be taken for any costs for which

t he taxpayer has taken a deduction conflicts with a provision in the same
subdi vi si on, which specifies that a deduction for transportation costs shall be
reduced by the anmpbunt of credits allowed. Further clarification as to the
author’s intent with respect to the disall owance of deductions will be needed to
properly inplenment the bill.
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According to DFA staff, that departnment woul d need to adopt regul ati ons defining
agricultural prunings before this bill could be inplenented.

The process of adopting regulations could create a delay between the tine the
bill is enacted and the tine it could be inpl enented.

Techni cal Consi der ati ons

The credit under the PITL | acks a portion of one sentence. Anmendment 1 would add
this portion so that the law is identical under the PITL and the B&CTL.

The definition of "grower"” includes both an "owner"” and an "operator"” of an

agricultural facility. |If the owner of an agricultural facility is not also the
operator of that facility, it is arguable that both the owner and operator, under
the terns of this bill, would be entitled to the credit. The authors may wi sh to

clarify their intent with respect to which of these two parties is to receive the
credit if the owner is not also the operator.

BOARD POSI TI ON

Pendi ng.
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FRANCH SE TAX BOARD S
PROPOSED AMENDIMVENTS TO AB 1641
As Amended May 10, 1999
AMENDMENT 1

On page 2, line 24, strikeout “subdivision (a)” and insert:

subdi vision (a), based upon records and other information submtted by the
t axpayer to the departnent.



